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EXECUTIVE SUMMARY

Montgomety College' is a public, multi4campns, comprehenaive community
college establxshed and supported by Montgomety County and the State of
-Maryland fot the prxmaty putpose of provxdkng apptopt1ate and esaentxal
education and ttaxnxng .at the poataecondaty level. The College enrolls
neatly 19,000 students, in credit courses and over 3,000 students in
non-ctedxt courses each semester. The College s, basic purpose is to
provide education of excellent qualxty to ptlmatlly the tesxdents of

Montgomety County ‘ .

1
[

The College thtough its ptxmaty purpose of education, affects the local
economy by ptov1d1ng an educated labor force to meet: County employment
‘needs. Howevet, it is not often recognized that the College affects the

" .local economy in Montgomety County in other ways through its daily

| opetatxons as a multi-million dollar enterprise. In otdet.to determine the

' magnitude of the-effect ‘of 1ts daily opetatxono on the economy, a study“has ‘
" been done to measure the rmpacts of the College's opetat1ng expenditures

- for the l981 fiscal year on local busxneaa, ‘local, government, and the local
“job matket No attempt was made to show what the economy wéuld have been
like if"the College did not exxat or if College ptopetty had been put to an ’
alternatxve use. The tesulta sxmply describe the expendxtutes and telated
governmental revenues and costs for Montgomery College for a one-year

period. | B

Thxo study is the fxtst of several studies about the rmpact of the College

on 1to communxty - Studies being planned include ones onvcommunxty use of

facxlxtxea, the economic return to students for their investment in higher

. education at Montgomery College, and communxty involvement of the College

and its staff. . -

Business Sector » “ ‘
: T

‘The total impact .on local business of etpendituteo made by Montgomery
Colrege and Lts employees was neatly $12 mxllxon. This figure includes
. $8.9 m1111on of local expendztureo mﬂﬁe by the College and its employees
Q" anothcr $3.1 millxon of opending reaultxng from the multxplxer effect.
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In addition to expenditures, the value of local -business property that
existed in order to serve the College and Cbllege-telated business

ttansactxons was ethmated to be more than $6 million. The ctedit base of

: local banking institutions was xncreased about $§7.1 mxllxon as a result .of

College and employee deposits. Howevet more than $1 million of potentxal
business volume was removed from the bisiness sector because -of the
College's operation of auxiliary enterprises, such -as bookstores and 'food

services. | .

The $8 9 mxllxon estimate of College and employee expenditures’ ‘does not

include ap éatxmate for employee expenditures for the purchase of homes.

It only 1ncludea an eatxmate for rent expenditures because the economic

impact of purchasing homes is very difficult to estimate. If the impact

fot people purchasing homes was similar to that for renters, the amount of .

expendxtutea for the College and its employeea would 1ncté4ae to S$11. l

-

million from $8.9 mxllxon. The total impact on local business would

'ihcretsevftqm apptoxlmately $12 million to nearly $15 million.

° ¢

Thiriyiaeven cents of every dollar spent by the College for ope:etiona and
compensation entered the County's business sector £0r goods < and services.
In addxtxon, for every County tax dollar the County appropriated for the

College $1. 07 was returned to the busxneaa sector..

.
0L «

Government Sector

~

Montgomery Countf‘teceivedf;pptoximntely $1.3 million from College-related
taxes and transfers. This includes taxes paid by employees and the College
and State and Federal aid transfers allocable to employees and theit
families. It does not includé $10.6 million of State aid for the College
or $5.4 million in State and federal student financial aid. The ma jor
costs to Montgomery County in addition to the $11.2 million appropriation

for the College were about $1.3 million to provide municipal and school

services to College employees and theit'famlliea and $170,000 in foregone

- real estate taxes for College ptoperty:

3)
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For every 99 cents spent by the County to pnovide municipal—type services

and public schools for College employees and their families, $1 was

. received by the County as taxes or revenue ttansfeta The ratio-of County .
costs for provxdxng College-related gervices and for supporting Montgomery .
Clege to non-County revenues generated by the College including State and
Federal aid to students and the College results in a ratio of .72 to 1,

Thus, for evety 72 cents the County spends for providing College-related
services and for supporting Montéomety College,.the'Colleée returns one

dollar in College'telated revenues to the County.

{

. Job Sector ' A

.The gteeteat impact the College had on private individuals 1n,€he County N ‘ﬁ
- was primarily through jobs end emplpyment opportunities. Thé llege ‘
employed d1rectly over 980 peopnle full-txme in FY'81 as edmxnxat etora,
feculty,lor ‘support ‘staff in its tegular operations plua the Communxty _
Setvxcee and auxxlxety entetptlpea actxvxttea Over 340 addxt;onel people

~wete employed by local buexneeeee and the County government td: support
these employeea and their famxllee ‘The College also employed over 470
people on a pett-txme basis in FY '1981. An estimate of Ehe number of
ddxtxonel people employed by local businesses and the County @ovetnment to
support theee patt-ttme College employeee weo not made in" the otudy because
it can not be assumed that part-time employees' 'reside in the County because

of thexr;College employment ] )

Futute Impacts , . ‘ ‘
. | \\: . l

Based on the Collegele budéeto fot fiscal years 1982 and 1983 and the

assumptions uoed‘in the FY 1981 enelyeie, the College's impact on the

economy should 1ncreeee en estimated 13.9 petcent from FY 1981 to FY 1983.

Total taxes and tevenuee ttenefete wOuld 1ncteaee an estimated l& 1

percent,” assuming an annuel!five percent xnereeeelxn County budget, tax,.
and assessment data.from FY 1981 to FY 1983. . '

vil b
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Conclusion
L@ \ oo L

The College, ﬁperating as one of the Co;ﬁty'a major enterprises, has ha& a
positive impact on ail’aectors’of the iocal economy. These positive '
impacts coupled with the College's iqfluenqe on raising the educational and
skill levels of local po ulation make Montgomefy_ggziege‘hﬁviCal local |

economic force.
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INTRODUCT ION

Beforg a major new buaxness is eatablxshed in an atea, he costs and
 benefits of locacxng the busginess | in a pattLCular location are analyzed‘
long before a facxlxty is built or employees are hired. | A business needs
“‘to know the coats of operating in a certain locale, and if by demonstra-
txng the positive -economic impacts it yOuld bt1ng to an ¥tea, it c0u1d
receive a aigﬁificant tax. break. The local government, dn the other
hand, also needs to be aware of the positive impacae as it courts o
different businesses. 1In addxtion, a county or city must\be aware of the

costs of ptoviding<aetv1cga to a company and'xts employees.

'

Unfortunately, this same concern and awhténe;s of costs an benefifs,is

- often not found when dealing thh governmental ‘or other no -profit
'entetprxaea.\ This often is due to the slow, 1nctementa1 growth of many ',
governmental agencies. The 'final result, however, is 11m1&ed knowledge

of the local impact of multi-million dollar'opetations on the local
eéonom; Fundxng cutbacka or increases affect not only the\govetnmental
operations themaelvea, but also the communities in which théy are

located. Inltxtucxonn and their staffs have an impact on ldcal business
and ,local tax revenue. They also may tequxre addxttonal set*xceo and

products from both the business and government sectors. k

\

This ltudy attempts to trace the meact that Montgomery College had on
Montgomery County government lnd business during one fiscal yelt, July 1,
1980 to June 30, 1981. It deoctxbeo the xmpact on local bu01n¢aa from
expenditures made by the College and its employeee that live withun and
outside the County. The study also estimates the amount of increased
taxes the County receives as a result of the College as well as the costs
of supplying sérvices to College employees and of removing property from

the tax rolls.

The study does not attempt to show what the economy would be like, if the
' College did not exist, ov if its propef%y were put to &n alternative use,

‘The resultg simply trace the expenditures and related governmental

revenues and costs for a one-year period. . a

. -
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The opetatlon of Montgomery College will have long lasting effecte on the
County 8 economy through the anteased eatnxngs of its students and the -
. ' manpower training ptovxded to local busxnesa and Lndustry Thxe ﬁtuiy,,
however, measured only the short-term meacta .of the College s operatlons_
 for one year. The atudy design looks at monies coming into.the College '
from students, fedetal State and County sources, and traces the flow of
this money into'the local buoinelofand government sectors. The results
also refléct monies the Courty mist spend to pfovide services to the
) R College's tﬁlldenf employeea,. In 95¢et to trace these fundt, a series of
linear clah-flow equatxona orxglnnlly designed for the Ameriican Council
on Education [2] were used. The equatxons do not take into account the
- tempo of economic activity or otnbxlxty. They also are consetvatxve in
that the impncta_até probably greater than the results indicate as shown

in sections of the report that follow.

[
\

In adapting the €quations for Montgomery Collegb, impacts of atudent
spending in the County were omitted.. It would &e dxfftcult to: determxne
how many students lived in Montgomery ‘County because they ‘ttfgﬁﬁf_iﬁf

| “C‘!lege. I1f.the College ¢id not exist, many.ptobnbly atgll WQuld hQVe

1 lived in the County. However, the spending of all full-txme employeeay“

‘ vas conoidetedr even though some employees may have 11ved in thevCounty
' if the College did not exist. The rate of spending of fu11 txme“ ' -

out-of~County, employeel has been adjusted to reflect, their local bpendlng

pattern. The impact of part-time employees was not included in the ltqdy

for reg#achs similar to those for students.

~

e
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The results are only eﬁtimatéa of the Collegeﬂa'ecdnémic impact on the.
Countyvin FY 1981.. The study was designed to use information that was
teadily available to avoid creating new aurvéys'and more paperwork.
Statistics from national and atatg@ide studiéavéefe used, for example, to
eatimate‘apending and saving patterns of.empldyee‘grbuba.' Thoié'fféutea

_sometimes were‘adjuaéed>to tefleét residential patterns -in Msntgomety
Céunty and the fluctuating state of the economy. Some researchers feel
that the use of nationally normed data in sensitive aregs such as
obending is more accurate than ctéating new data from a smaller base.

‘ Exact figuteo were available for College expendxcurea, employee
Lnformatxon,‘and County and State financial and property assessment “data.

Information about. the business sector came from County records, and the

U.S. Census of Business and Industry. ‘ .




b Summary of Results

-

The results are divided into two major agctxona to deacrxbe the impact of

»Montgomery Gollege on the 1) Business Sector, and 2) Government Sector.

“

A short section on Job ,Sector impdcts also is 1nc1uded All fxgureo are -\\\\J

for the 1981 fiscal ‘year unless otherwise noted. ! ,

e

' Bueiness Sector vy

w, ‘ A L

The total impact of expenditures oﬁ the Montgomery County business” sector
by Montgomery College and its employeel was app;oximately $12 million.
\Thxl figure includes $8.9 million of local expendxturel mnde by the
College and its employeeo and $3.1 mxllxon of addxtxonal opending
resulting from the multiplier effect (Table A). The multiplier effect
traces dollars through the first round of spending to the second, third
lnd hxgher rounds. For example. 80 cents of a dollar lpent by a flculty
member at a local restaurant may'go‘to a restaurant employee who then .
lpendl part of that sum at another local establishment. The multiplier
effect takes into account each round of spending within a specified area.
This study used s moderate multiplier £1.35 which reflects the size of
the area, the number and volume of b lxneooeo, and the dxverllty of the

industrial base [13]. .
“,- ' \

¢

i

. " TABLE & ’ !

Locql Impact of Expenditures Made by Montgomery College

. and its Employees -
! .
Local expenditures by the College . - §.- 1,490,835
Local expenditures by employees 7,374,515 .
‘ Total local cxpcnditurel 3 5,335.555 .
Multiplier effect - - "% 1,35

Total Impact § 11,935,225

[}
i
Y 5P

~

)
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. needed to ma1nta1n the Gollege S . operat1on R e

T

- three sources:i; 1)

vinonrhous1ng expendltures, $6,225 681 and 3) éxpenditures by nonresdident

f{;ﬂemployees renting housxng (3l percent) was - based on the u.s. Census of -

[ 5
. v

’CollEge;Expendituueb TR R : | o \Qg

,.l1v1ng ‘in the Wash1 gton reglon

o

Ly N Y AR -

'.“ ! ";!.:: ° ‘ “ ’ ’
. ‘1 1‘ :“‘,v .

_The amoudt of local expend1turés made by the College 1tself'($l 490, 835)

. was calculated by multlplyxng the percentage of purchases made at local

«f1rms t1mes the” total College expendltures fot FY 1981 less compensat1on,

. ,l ) |,|‘ N
payments to governments, etc These purchases 1nclude goods "and serv1ces

—

't;EmployeefErpendituresf

O ' I i 5 -

. ; . . PR ok

L3 . - . . o - . s
Local expend1turesﬂ2y Montgomery Coklege employees of $7, 374 515 come from'

xpend1tures for local rental housing, $989,912; 2)

employees $158 922 (Table B) The first two categories 1ncluded only
employees 11v1ng 1n Montgomery County Seventy—three percent of the ‘
full-tlme employees ltved in the- County in FY. 1981. The number of res1dent 3

.
< .

d1sposable income used for rent- (26 —

oo

:Montgomery College employees who ownéd homes in the County were estimated to

have spent at - least an add1t1onal $2 244,000 for hous1ng The $2.244
mlll1on f1gure is based on the same estimates used in determ1n1ng the rental
expend1ture of employees Th1s money was not included in the overall
computat1ons because ,of the d1ff1culty of‘estrmat1ng how much of it

1ncreased the local bus1ness volume or expanded the ‘credit base. The amount

~of d1sposab1e income “spent by res1dent employees for. payment ‘to banks of
, mortgage 1nterest and pr1nc1pal charges, to 1nsurance compan1es, and realty

 firms, is probably more than $2.244 million. It also can be -assumed that a

‘port1on of these payments d1d increase the local business volume. The~
exclusion of these expenditures‘from tﬁe'analysis of the College's impact on
the business sector, including area financial institutions, illustrates the .
understatement of the. total College impact 1nherent in the conservative
approach to this study. 1If we were able to, 1nclude this $2.244 million,
‘local expend1tures by College employees would increase to $9 618,515 from
$7,374,515- (Table B). The impact on the local economy of these 1ncreased

. expendltures plus the impact of the College 8 expend1ture would increase to

_neerly $15 m1111on from $12 lel1on. CCT _ ' s

| T -
" ¥ v . . . i . R . ' . T - "
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" The $6.2 million spent on non-housing goods and services included all

TABLE B

Local Expend1tures by Montgomery College Employees
. - . 7k ‘

Local rental hou91ng expend1tures - 9@9,912
Non-housing expenditures - ° - S 16,225,681
Nonresident . emglgyee expendltures I 158,922 L
.. Sub-Total o : " $ 7,374,515 - -
.Non~rental housing . . . 2,244,000 T
. Total % . § 9,618,515 e -

| | ) - » ' E A

-~ - -

local exﬁ%nditures made by resident employees. The'percentage of

d1sposable income. spent Eor non-hou91ng goods and serv1ces (66%) also

, came from the i.s. Bureau of Labor Stat18t1cs'pro£11es. The proportlon

,of non-hou31ng expend1tures that employees spent w1th1n the. county

(75.6%2) was determlned by the grav1ty theory that takes into account

7local buélness vokome and the prox1m1ty and volume of ne1ghbor1ng

buslness establlshments.
The amount of“nohresident employee expenditures ($600 per employee) made

in Montgomery County was-based on am- estimate of annual purchases of

goods and services made by employees living in other political ' L

jurisdictions. o o P

\ - ~ ' e : ~

‘Collgge-Related Business Property
* . .

....that property in FY 1981, including both real estate and inventories was

£

-
P

The d1rect expendltures by Montgomery College and 1ts employees do not
capture the College s full impact on local buslnesses and the economlc
base of the County. In add1t1on to “expenditures, the value of local
buslneas property that exlsted in order to- serve the College and

College—related buslnesa transactions should be consldered The value of _

over $6.0 million (Table C).
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- The value of College-telated teal property (84,664, 216) was calculated

' 1nventoty-to~buszness volume tat1o (11.25%) from the U.S. Internal

Credit Base

\
3 \

R

by multxplylng the‘percentage of total County buSLnees volume that was
College—telated times the value of all local bu31ness real ptopetty (61

The yalue of inventories ($1, 346 425) was determined by multxplylng an_

Revenue Setv1ce [12] times the value of College—telated bus1nees volume

-

. T

TABLE C .
Value of College—Related Local Business: Ptopetty

Value of real property ,: - § 4,664,216
Value of inventories ' ) . . a = 1,346,425
Total =~ - . § 6,010,641

. ~ - . . . . . . V i \

Botw personal and buslness incomes telafed to College actLV1ty had an

addxtxonal meacc on the local e¢onomy thtough the expansion of :he

 credit base in local banks. The credit base was 1ncreaeed by

apptoxxmately $7.1 million as a direct consequence of College—telated
‘deposits in FY 1981 (Table D). A latge petcentage of this expansion
_came ftom the checkxng and savxngs accounts of College employees. J

average of- income | levels of faculty, staff and administrators .in’

- conJunctxon with financial chatactetxstxcs of consumers publzshed by the

Fede Reaetvea‘ [8] Alao taken 1ngo\:ccount were the average time and

11 as the cash deposxts of local

~ demand dégg::;s made by the College a

'businesses regulting from College-related ansactions. (See section on

*  Employee Expendituteaxfor non-rental housing
. . N » ) x / ‘
- -
- ’ - ’
- . . 7
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, o TABLE D ~
/ . Factors Used in Determining Expansion of_LocoI\E?édit\Base

I‘ ' ,' -

‘Average time deposit of College : $ 541,000 °.
- Averdge demand deposit of College C 165,000 . - -, :
Average time deposit of employees : 4,896 o e
© Average demand deposit of employees \ 1,651 .

Expansion of local bank credit base from _
College~related deposits : 7,121,243

Unreaiized Lo¢al Business Voluge

; 3 r -
The operation. of College‘eﬁterprhses thét competé directly‘wito iocaI'
busxnessea has a negatxve 1mpact on the business éector. In FY 1981, |
the volume of auxxlxary enterprise busxness at the College, 1nc1ud1ng
the bookstore and food servxces, was $1 017, 143, . This figure, however,
probably overstates the . actual negatxve xmpact since it does not take
1nto account the busxneas actxvxty that exxsts,'solely because there is

a College, such as the sale of tex books.

Government Sector

: Montgomery dollegc contributes to the tax revenues of the County
ﬁprimorily through the'incode‘énd-real estate taxes paid by its
employees. Employees alao increase the amount of revenue transfers from
the State and federal governmenta to the County. At the eame time, the

County opcnda tax monies to support the College, its eﬁployees and their

families. In addltion, the removal of Corlege-owned property from the

‘tax rolls- decreaaeo revenue from County ‘property taxes.

't
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B | College;Related Revenues

. s b - ' N N .: . " N . - ‘

Montgomefy.Couﬁtyrteceived-abou: $1.3 million from College-felated taxes ¢
and transfers in FY 1981 (Table’E) - This does’ not 1nclude $10.6 million

~~.in State aid- for the College, $5.4° mxllxon in State and federal student

L)

fxni\oigl aid,y ‘Ot &bout $lOO 000 in vocatxonal educatxon funds that came

~\~~ 1

- : “\.N

TABLE E
College-Related Revenues Recexved by Montgomery County

W
' N .
- .

Real estate taxes paid by College employees $ 673,950

College-related real, estate taxes pald by " . - 54,571
busxnesses : : ; , T
’ Real estate "taxes paid by the College . 14,644 ‘
Non-real property tax paid by College employees - 78,512
'Income tax pa}d by CoLlege employees . 294H039 .
Total taxes. received by County .. §1,115,716
State & Federal aid allocable, to employee , 147,376 ' ;
. houeeholde o, . :
" Federal Revenue Sharxng allocable to employee 28,691 . B
k2 households ; . _ N
h \““‘x"{’-;/’ ‘" ' . ) o R '
%g Total aid transfers ’ ' ) - 2 .§ 176,067

o v '
e * ﬂ

7 ' . 1 . . . .
’ .Total County .Revenues

; $1,291,783
DN

-t
'

The $673,950 in real estate taxes, -paid by College employees wds based on
- the average assessed* value of Montéomet; County homes, aceording to ,

County assessment figures. [5] The average tax pet homeowner was.

computed by multiplying the 1981 tax rate times the average assessed ] .
value. Tﬁie'feault was then multiolied by the number of resident

emoloyeeé who owned homee; (Homeownetehxp was eatxmated ftom U.S. Census

data.) [lO] Real estate taxes ($54 571) pa1d by buaxneaees were based omw

the value of College-telated business ptopetty mnltxplxed by the cutren:

. -”tl“ . . "




, ratio of assessed. valie to market value of_ taxable property (%6. 8%) . [{5]
The College “also estlmated that $14, 644 of monxes paxd by the College ’
for the lease of‘rental property went for property taxes, Non-real

' property taxes paid By employees of $78, 512 were based on the non-real
taxes paid by the average County household. [6] Local income tax '
payments of $294, 039 came from estxmatee made” 'by the. State comptroller 3
from the percentage of total income spent on local income taxes. (3]
Income tax flgures:are conservative because they take xnto account only

earned income from the College. ' . . - .

' . !
-

Only two revenue transfers were described because they were based

' prxmarxly on resident status instead of needs or other ‘special formulas.
The fxrst transfer of $147,376 reflects.monxes received by the County
from the State and federal governments for chxldren of College
employees enrolled in public schools. Thé estxmate of this revenue is
based on the aVerage amount of aid per child [4] mu1t1p11ed times the
estimated number of ochool children in reoidenr employee households.
[4,9] The second transfer payment of $28,69Yl1 for federalhreveoue ‘
sharing was computed by multiplying the amount of revenue receiyed per
‘capita [6] times the totaflpumber-of;persons in resident employee

households (1,919). .

Gollege~Related Costs

Along with the revenues received were costs the Coun:y incurred to
support the College and its employees. The' main costs included about
$1.3 million in municipal and school services, and almost $170,000 in
foregone real e-tate taxes. The County also held about $3.8 million of
school and other governmenb property in support of services provided to

College employees and their families (Table F).

15




' o , TABLE F \ :
N College-Related Costs Borne by Montgomery County
. Costs of municioal-type services . = ‘ $ 441,239
Costs ‘of operating public schools , 841,606
Total costs ' Co : i $1,282,845.
. Foregone real estate taxes . ' v $ 168,342

Value of government property = ' ~ 3,779,041

Computation of the County's cost of: ptov1d1ng munxcxpal type servxcee
and public schools for employees and the1t families was based on average
costs per ‘household. [9 107 Sxmxlatly the amount of goiernment propetty
allocated to College employees was based on the value of all government
 ptopetty per local household as determined by the Maryland State
Department of Assessments. ‘[1] The method of estimating -thé value of

real estate taxes that the County receive because of the
tax-free status of College otop ty causes a built-in undetatatemeni of
the tax revenue. The nvet 2 value of all COunty ptopetty per acre (6]
was multxplted by the Ttotal amount of land occupxed by the:College s
three campuses and the 1981 :ax rate for a total of $168,342. 'The '
difficulty of determining hqufhe land mxght have been developed and the
effect the College has ‘had on surrounding development tuled out other

methods of calculatxng fotegone taxes for this study

Job. Sector

\

. The gteatest meact the College had on private 1nd1v1duala in the County
was prxmnrtly through Jobo "and employment opportunities. The College
dxrectly employed over 980 people full-time in FY 1981 as administra-

toro, faculty or support staff im its regular, Community Setviceo, and

'nuxiltary entetptxoeo opatntxona (Table G). Over 340 additional people

were omployed by locnl businesses and the County ‘governmenf to support
these College employees and their families. The estimate of non-College
Job! was computed by multxplyxng the number of full-tlme Oollege jobs by
an employment multiplier of 1.35 and aubtracttng the number of College
jobs from tho total number of jobs [13].. '

\

11 19 ,
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The mu;tiplier was based onthe si;g«of the jurisdiction, the diversity
of the economy, total business volume, and the size of local government
opérations. The College also embloyed'over 470‘peopie in'pért-time ;J}
pooxtxons, whlch meant the College d1rect1y 1n£1ug.Fed income in S

apptoxxmately 1,800 houaeholds.

"TABLE G
Number of Local ‘Jobs, Allocable to the Presence of the College

! 1

‘Total full-ti

- Community Se

 College employees including’ 981

ices and auxiliary exterprises
A

Local governmenft and business jobs . ) 343
Total full-time jobs . ‘ 1,324
Numbef of patt-time College employees : . 474

12 - -




Discussion

!

The operation of‘MAntgomery College increases the ‘impact of expendi-
tures of County tax dollars allocated to the College through the
additional revenues the College receives from other sources. The
College's operating revenues come‘from three primary sgurées: The
_Cqunty, the State- of Maryland, and the students. Each contributed about
y a third of the cost of of ratlng the instructional and communxty services
.. programs of the College 8 FY 1981 (Tablé H). Every dollar the County
taxpayers contributed in ;upport of the College was matched by 95 cents
in State and federal aupport, or stated as a ratio, .95 to 1, The ratio
is the same for student tuition and fees to County contrxbutxons, .95 to -
1. Total operating revenues telCdunty contribution results in a ratio of
/ B 1.98 to 1, which means every County dollar was éggphed by almost $2 in -
student and State revenues. These ratios do nqt)takewinto agcount all
State and federal student aid or vocational edqéation fundaﬂ. The |
égpendi;urea of all these revenues resulted in tﬁe iﬁpagts found for the

i

" local business, government and job aec:ors; ., X

TABLE H | . ‘<
Montgomery College Revenues by Source, FY 1981

Sourée o Percentage' ° Amount ' ‘
' Student tuition & fees 31.82 ' $ 10,592,627
. County approprxatxon 33.5% , 11,160.048
State aid . 31.92 10,623,712%
Other o 2.8% . '889,260
Total o ~ 100.0% ' 33,265,447

* Includes pension and social security paymentn for College employeel,

as well as the State approprxatxon for the College. ‘ 'kﬁ
' . ‘. ..\
.. ’ N . I N )
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M t
. Business Sector . , » \%\

Ed

The total 1mpact of College expendxtures in Montgo;ery County, »

S12 mxllxon, was slightly greater than the County approprxatxon of $11. 2
-mxllxon to the Collefe. The ratio of College xmpact ‘to County appropri-
ation was 1. 07 to 1, or for every tax dollar the County spent for
_Mountgomery College,,about $1.07 was returned to the business sector in
the County. In addition, 37 cents of every 'dollar spent by the College
for operatxone, including employee salaries and benefits, supplies,
energy, etc., entered the County's business sector as payment for goods
and setvices. Much of the economic impact of the College (83%) vaq
'generated by expehditurea made by its employees. The high proportion of
resident employees, 73’oercent, was the major contributing factor. By
living in Montgomery County, these employees made a axgnxfxcant ‘
contrxbutxon to the local economy and the jurisdiction which proV1ded
approxxmately a third of their salaries.
. »

.In FY 1981, the College spent about 18.6 percent of non-compensation
monies in Montgomery County. This low percentage is probably due to the
proximity of the two major retail regxona of Baltimore and wyehxngton and

‘the use of bidding procedures. ‘ ‘ T L

-

< B . ./,
The employees and the College also helped expand the local credit base by
~ more then'$7.l million through savings -and checking accounts. This money

in turn resulted in increased local investment and jobs.

[
'

The major -negative impact the College had on the business communxty was
the $§1 mxllxon of unrealized buolneoa volume that resulted from .
Collego operated enterprises. Since some of this actxvxty, such as
bookotore sales’of textbooks, would not occur if the College did not
exist, the negative impact is probably much less.

LS

f‘)/

“ /




t A) I

Government Sector

The cost to the County of providing municipal and public school services
to the resident employees of ﬁhé College and their’familigs_id comparable
to the College—relateq revenues received by thelCounty. The ratio of .‘
coaﬁs to benefits is .99 to 1, or- for every 99 cents .spent by the County

. for municipal services or public schools, $1 was received as taxes or

_ fund transfers (Tables E and F). The County, however, also owned about
$3.8 million in government and school prbperty in support of these .
services. In addition, theVCounty lost at least $168,000 in foregome

real estate taxes for tax—exempt property owqed'By the College.

If State aid for the operating costs of the College are included in

College-related revenues received by the County, the ratio of costs for
services to benefits becomes .11 to 1, instead of .99 to 1. Thus under-
this aaaumpgkon, for every 1l cents provided by the County for services

to the College ‘employees, the County receives $1 in revenue.

In addition, ert of ‘the student aid and tuition came from State and
federal scholarships and grants. In FY 1981, the College received $5.4
million in State and federal student financial aid and over $96,000 to
admi;iater the Federal aid programs. The 0011ege'£1eo received over
$100,000 in Vocational Education’ funds. The comparison of County costs
of providing College-related services and supporting Montgomery Cgllege
touCollege-reiated revenues and State and federal aid to students and the
College results in a ratio of .7ﬁ to 1 (Table I).',Thua; for every 72
c;nén the County spends for providing College-rélated gervices and for

supporting the College, the College returns $1 in College-related

revenues to the County.




TABLE I ©
Compatxson of County Costs & College Related Revenues

'
[

o ) Costs ‘ ‘ Revenues o
Provision of services $ 1,282,845 Taxes & aid $ 1,291,784 \_//)
. o _ .- transfers : '
; Support of College 11,160,048 * - State support '10,623,712%* !
- S for College . o
. Foregone property tax 168,342 State & federal 5,522,848%

‘ 7 .Student fxnanczal
%~— o aid
: Fed. vocational- - 104,745 /
: ' : ' education funds .
” * TOTAL , 312,611,235 - §17,543,089

/

* Includes federal administration funds.
%% Includes ‘pension ($1,703,000) and Social Secutxty ($909,000) for
College employees, as well as the State apptoptxatxon for the College.

Job Sector E o .

‘The employment of approxxmately 1,450 people ﬂn full or part- time

positions makes Montgomety College a majdf County qmployet. The

College s. influence in the local job market is even more substantial when
0 the 393-government and business jobs that exist in support of the

College, its employees and their faqilien are considered., Because the

College is a labor intensive enterprise, reductions orﬂincteaaes, such as

the addition of the Germantown campulz can affect the local job picture,

Future Impacts o - ' o

Anllyoet.nleo'wete made using FY 1982 and FY 1983 budget and'compenoation
projections. The results assume no change in the local business volume,
the County and school budget, the nlleoeed velue of local property, or
the consumer characteristics of employeeo. Table J shows how changes in

the Montgoﬁery.dolleée budggt,cen influence the local economy.

16 ‘ Iy




a f

- , .

o Table J
Comparxsons of College Economic Impacts

. Fiscal Year

1981 1982*

}

Local expendjtures by College ~ § 1,490,835 § 1,443,481

11983*

$ 1,461,087

~ Local expenditures by employees ' 7,374,515 8,059,997 8,637,244
Total local expenditutea 8 8,865,350\ $ 9,503,478 $10,098,331
Multiplier effect " x 1.35 x 1.35 x 1.35

'Totdl‘impact $11,968,223 $§12,829,695 $13,632,74%

Total taxee & trénsfers

Government Sector

-

$ 1,291,784 $ 1,354,562 $ 1, 4083930

* Based only. on College budget ingreases for these yeatn with 1981 data
for other variables.

~

&

Al

\

,/ From FY 1981 to FY' l983 the total. xmpact of the College on' the local

q;onomy will increase an eatxmated 13. 9 percent.

All of the’ 1ncreaae is

related to local expenditures by the College s employeea, lxnce wost of

the budget 1ncreale was degignated for higher salaries.

It should be

noted, that estimates for increased faculty compensation were not

included because faculty compensation was under negotiation with the

faculty at the time of the study.

1
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‘or 16.1 percent more in FY 1983 than the revenues for FY 1981. Cq&lege-

business or boost sales in the County. Many other institutions and , |

trained workforce and the operation of a multi-million dollar complex.

-
'

The revenues received by the County'aa taxes and transfer payments, not

including State aid for the College, will increase 9.1 percent over the

"

"two years. The increase is a result of higher taxes paid by local

.facuity, staff and administrators. The use of 1981 County budget, tax,

and assessment data in the formulas for FY. 1982 and FY 1983 was the
ptimary‘teaion that the incteaae was less than expected. 1f a modest
xnctease of five percent is assumed for County budget tax, and
aoaeosment data for the two-year perxod the increase in total taxes and
tevenue ttansfeto from FY 1981 to FY:1983 is 81.45 mxllxon, or 12.6
percent more than the revenues for FY 198l. If'the increase in Cougty
budget, tax, and assessment data was changed to fiveuﬁercent per year,

the increase in total taxes and revenue transfers would be $1.5 million

,“'rekated costs to the County were not estimated since relevant data for ‘ L
FY 1983 were not collected. ' ) "
Conclusion

¢

hd 1
-

ﬁontgomery College was not designed primarily to create jobs, generate .

businesses perform these functions much more efficiently. In carrying
out its primary task--to provide high quality higher education to a
diverse cross-section of County r.oidcnt;-the College has created new
jobs and increased local business activity. The positive ‘impact the

College has had on the County's economy has come from both a better
<

This study did not attempt to measure the valﬁe of the Pollege'o

instructional programs to the worker and the County's e¢onomy. However,

it has shown that the College, operating as one of the &ounty'o ma jor

enterprises, has had positive impacts on all sectors of the Iocal

economy. These pooi:ivo impacts are in addition to those nade by

Montgomery College through its principal mission of increasing the . . ,i
quality of life, knowledge, and skills of its students and of the K

community it serves. ‘ v ‘ K

&
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